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UNITED STATES GENERAL ACCOUNTING OFFICE

REGIONAL OFFICE
26 FEDERAL. PLAZA
NEw York NEw York 10007

WOV 1 9 Wb

My William Toby <:3
Acting Regioépal Commissioner

Soeial and Rehabilitation Serviee
Region II

Department of Health, ¥ducation,
and Welfare
7 26 Pedaral Plaza
New York, Wew York 10007

Degar My Toby
kY
We’recently completed a/survey of the Emergency Assistance to
Vegedy Families with Children (FAT) program in New Yeorlk City] We
found that the Wew York City Department of Social Services (NYCDSS)

recelved Federal reimbursement for administrative costs which should
have been disallowed because they were based on ineligible cases

The EAF program was established by the 1967 amendments to the
Social Security Act  Tts purpose is to provide financial assistance
and soctal services to needy families with children to meet emergency
needs when a crisis occurs The rate of Tederal finaneial participa-
tion ds 50 perecent of the expenditures for the program Ixpenditures

can includé money vayments and services provided to individuals and
the administrative costs associated with providing assistance

To participate in this program each State must specify, within
the scove of Federal policy, the emergency needs that will be net
The program, therefere, is not intended to be used routinely as a
substitute for normel asslstance under other on-going programs

: In June 1975, the HEW Audit Agency, Reglon II, reported that
from Decembar 1971 through September 1974 the WCDSS had improperly
reclassified Home Telief (no Federal participation) cases as DAF
cases As a result the NYCDSS overstated its FAT claims by $34 million,
of vhich $17 million was the Federal share
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In Aegust 1975, the Repional Commissioner Social and
Rehabilitatrion Berviee, (SRS) informed the New York State Depart-
nent of Sodial Serviees that he was disallowing the $17 million
cladmed fn errvor In September 1975, the HYSDSS requested te-~
gonsideration of this aetion This marter fs still in reconsideya-
tion

In June 1976, the HEW Audit Agency veported that the NYCDSS
also reclaseified snd claimed Home Pelilef expenditures under the
PAF program for the peviod Octobar 1, 1974 through Maveh 31, 1975
These elaims were alse dissllowed by SBS  During the pevied
April 1975 through September 1975, HYCDSS d44d not claim the payments
for reclapgified cases but 4id use the cases to compute administrative
wgats clained

From Dedember 1971 through September 1975, the NYCDSS used the
reclassified Home Relief cases to compute velated FAP administrative
expenditure ¢laims The HFW Audit Agency did not guestion, nor did

8RS disallow amy o these admindstrative costs We balieve that the
aduninistrative coste asgociated with ¢he reslaseified eases should

have besn dlzallowed
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For the period February 1874 through Septenber 1975, the NYCDSS
elaimed 89,617,360 for adninistrative costs associsted with reclassi~
find capes of which $1,808 6895 was the Tederal share We 444 not
eompute the ineligible sdeinistrative costs for the period December
1971 thwough Janusry 1974

Ve diseussed this matter with vour sssociastes whe agreed with
our ¢conclugion They also safd that SRS and the State had Jimited
resouveps which prevented the timely computation of the amsiunt of
ineligible FAY administrative claims for the period Decembey 1971
through January 1974  They believed that spsedier aection would
result 1f the HEW Audit Agency computed the amount

We later met with HEW Audit Agency officlals vhe said they
ware stdrting an overall administrative cost veview They spreed
that as part of that review they would compute the amount of in-
alipible BA? adminlastrative costa claimed by the NYCDSS from
Detpmber 1971 threuvgh January 1974

We recommend that you reeover (1) the f{dentified 51 8 million
in inelipible FAT aduinistrative costs that are based on disallowed
FAR clalms and (2) the smounts o bhe ldentified by the HEW Audit

Ageney for the period December 1971 through Januavy 1974



The followinp Federal, State, and loeal officials have been
gant a copy of this letter

Mrp, Bevnice I Bersskein
Ragional Divector, Region II
¥ € Department of Health, Hducation, and Walfare

My Bernmard M Luger, Beglonal Audit Director
U S Department of Heslth, Eduestion, and Welfare

Mr Philip Tols, Commissioner
Rew York State Department of Social Services

~ My J Henry Smith, Administrator
Humen Resources Administration
City of New York

-

Hr, Felix J Majka

Assistant Director, Audil Coerdination
HEW Audir Agenoy

Washiagton, D ¢

Please advise us on what you have done or plan to do

Sincerely yours,

George J Anthony
}Q\)?ramis X TPee

Regional YManager





